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Program Design & Customer Experience — Assess
the Market

DeS cri p tion Program Design & Customer Experience
Before designing your program, assess the market to help inform your Stages:
decisions about your target audience, what services to provide, and _
how best to deliver those services. Don’t assume that you know what Overview
your market needs and what motivates your customers. You, after all, 1. Assess the Market
are most likely not your program'’s target audience. Instead, do your 2. Set Goals & Objectives
homework to fully understand your market and craft your program to fit 3. Identify Partners
the specific needs and opportunities in your community. - acnhly Farners
4. Make Design Decisions
This handbook provides an overview of market assessments and links
you to more detailed information about assessing specific components 5. Develop Implementation Plans
of your program, including information sources and strategies for data 6. Develop Evaluation Plans
collection. It then helps you integrate information into an overall
understanding of the market and your options for program design. 7. Develop Resources
8. Deliver Program
A thorough assessment involves specific assessments of:
9. Assess & Improve Processes

e The market in which your organization operates, including existing
federal, state, and local policies that encourage or discourage
residential energy efficiency and what other programs or market
actors are providing energy efficiency services. This assessment
identifies gaps in the market and opportunities for your program. You
can find more information about this aspect of market assessment in
the Market Position & Business Model Assess the Market
handbook.

.
=4

Communicate Impacts

¢ Information about potential customers, the barriers they face, and
what types of marketing and outreach will help encourage them to
pursue upgrades. You can find more information about this aspect of
market assessment in the Marketing and Outreach Assess the
Market handbook.

e Your potential customers’ opportunities and needs for financing. You
can find more information about this aspect of market assessment in
the Financing Assess the Market handbook.

¢ Information about the availability and skills of local contractors to do
upgrade work for your potential customers. You can find more
information about this aspect of market assessment in the
Contractor Engagement & Workforce Development handbook.

Illustration of Key Content of an Integrated Market Assessment
for Program Design
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MARKET POSITION AND
BUSINESS MODEL

What is the size and nature of market
demand for energy efficiency services in
your area?

What are the characteristics of your local
housing stock?

How is the market currently being

MARKETING AND OUTREACH

Who are your potential customers?

What are the values of your target
audience(s)?

What are their motivations and barriers?

What are existing communications
channels and networks?

served? e .
Who are potential community and

What are your organization's strengths, outreach partners?

capabilities, and constraints? § ) % i
What financial and non-financial

Where are there gaps in the market and incentives may be needed?

opportunities for your program?

INTEGRATION OF MARKET
ASSESSMENT INFORMATION

What are the market's strengths?

What are the market's weaknesses?

What are opportunities in the market?

What are threats to the market?

CONTRACTOR ENGAGEMENT &
FINANCING WORKFORCE DEVELOPMENT

What financing products does your target What type of contractors are needed to
audience need? serve demand?

What financial institutions already What workforce exists in your
provide financing products in your community?
market? What training and certification programs
are needed and available?

Source: U.S. Department of Energy, 2014

Market assessment is essential before you begin making program
design decisions. It will help you craft a program that fits the particular
opportunities, needs, and barriers to home energy upgrades in your
community and help you with critical design decisions, including:

e Customers to whom you will offer products and services
e Products and services your program will provide

e Mechanisms to deliver products and services to your customers.

Key steps for assessing the market, covered in this handbook, are:

e Understand market demand, local policies, and building stock

e Assess your potential customers’ motivations for home energy
upgrades

e Assess your potential customers’ needs for loans and other financial
products
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e Assess your local contractor network and workforce development
resources

¢ Analyze program strengths, weaknesses, opportunities, and threats
(SWOT) to inform design

Find related information across other program components:

e Market Position & Business Model — Assess the Market
Survey existing and potential demand for energy efficiency
products and services based on an understanding of policies,
housing and energy characteristics, demographics, related
initiatives and other market actors.

e Marketing & Outreach — Assess the Market
Identify and prioritize potential target audiences based on their
likely receptivity to your program's services.

e Financing — Assess the Market
Determine how your target audience currently funds energy
efficiency services, to what extent upfront cost is a barrier, and
whether improvements to their financing options would
increase the uptake of energy efficiency measures.

e Contractor Engagement & Workforce Development — Assess
the Market
Learn about the capabilities and services of existing
contractors and training providers working in your market.

Step-by-Step
Assessing the market to inform your program design decisions involves steps to gather and integrate information
about components of your program and market position.

As you go through these steps to assess your market, make sure you take the opportunity to identify stakeholders
and potential partners that can help you understand your market, potential customers, and program opportunities.

Understand market demand, local policies, and building stock

When you design your program, your decisions about target audiences, services, and delivery channels should be
informed by your organization’s position in the market and consistent with your organization’s business model. For
example, if your organization is seeking to fill a gap in the market for moderate income, suburban homeowners, the
types of services you offer and how you deliver them to these homeowners will be quite different than if you are
focusing on urban, multi-family buildings.

As described in greater detail in the Assess the Market handbook for Market Position and Business Model, a
market assessment to help your organization define its market position and business model includes gathering
information on:

¢ The nature of market demand for residential energy efficiency products and services, including factors such as:
o Policies and programs in your area that encourage or discourage energy efficiency

o Characteristics of your local housing stock
o Energy prices
o Community initiatives on residential energy efficiency or other sustainability issues

o Availability of federal or state tax credits for residential energy efficiency

* How the market is already being served by other organizations and what gaps exist

e Your organization’s strengths, capabilities, and constraints in providing needed products and services in the
market.
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BetterBuildings for Michigan Community Readiness Assessment

In 2010, Better Buildings Neighborhood Program partner BetterBuildings for Michigan launched a residential
energy efficiency program across Michigan. To begin gauging community readiness, Michigan assessed various
community factors. For example, the program asked community partners to gather petition signatures from
residents who were interested in bringing an energy efficiency program to their town. The number of signatures
gathered provided information on how interested the community was in an energy efficiency program and the
partners’ ability to organize the community. Through efforts like these, Michigan developed and used a “readiness
scale” to help determine which communities would be most receptive to a residential energy efficiency program. In
addition to the volume of signatures on petitions, the program identified several key factors that were important to
gauging a community’s readiness:

e Existing community communication networks, such as a local paper, newsletters, and word of mouth
e Presence of a credible and passionate messenger

e A community’s exposure to and knowledge of energy efficiency

From its experience, BetterBuildings for Michigan developed the Community Sweep Tool Kit, as well as a
community readiness assessment tool within its Actioniirs Web app, which helped program organizers gather
information from community members.

An understanding of federal, state, and local policies is of particular relevance for program design because they may
create or constrain opportunities for your program. Policies such as utility bill disclosure or energy assessment
requirements may help create demand for residential energy efficiency products and services for particular
segments of your market. Your program may also be impacted directly by policies or regulation—for example, if you
are running a program as a regulated utility—which will influence or constrain the services you can offer and to
whom.

At this stage of program design, you need to have a thorough understanding of your community’s building stock and
energy supply, which will give you a sense of areas of your community and types of buildings on which to focus. Use
this knowledge to help you understand the types of upgrade measures that will save the most energy and money for
local homeowners, building owners, and tenants. Your organization may have already done such an assessment as
part of the development of its business model, but this is still a good time to make sure you understand the following
key characteristic of the built environment in your market:

¢ Building types (e.g., single family homes, site built or manufactured, rental or owner-occupied small or large
multifamily buildings, mixed use buildings, buildings in historic preservation communities, and manufactured
housing) and their energy consumption

* Typical age of buildings, style, condition, and type of construction and materials (e.g., brick, masonry, wood frame,
etc.)

¢ Age and type of heating (including fuel types) and other major equipment and appliances

e Typical household energy costs.

Useful sources of information for assessing building stock, energy use, and community demographics are listed
below:
National sources:

e U.S. Energy Information Administration state profiles, which provide state level data and analysis on energy
use by source

e U.S. Department of Energy Buildings Energy Data Book, which provides statistics on residential and
commercial building energy consumption

e U.S. Energy Information Administration Residential Energy Consumption Survey, which provides
information on the U.S. housing stock, including energy consumption data

e The American Housing Survey, (sponsored by the U.S. Census Bureau and the U.S. Department of Housing
and Urban Development), which provides current data on a wide range of housing and demographic characteristics

e U.S. Department of Energy Buildings Performance Database, which allows users to performance statistical
analysis of energy use and energy savings for various building types based on actual building performance data

e The Census Bureau's American Community Survey, which provides information on income and other
community demographics
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e The Joint Center for Housing Studies at Harvard University, which produces several reports on the U.S.
housing stock

State and regional sources:

e State energy offices and state public utility commissions, which have data on energy use in your state, by sector

» Utilities, which often conduct studies of potential savings from residential energy efficiency in their service areas

Local sources:

¢ Your local government or colleges or universities in your area, which may have information about recent local
housing surveys

e Local tax assessor records

e Local real estate market data and information from remodeling contractors, which can provide insights into the
willingness of homeowners to make home investments

Environmental Finance Center at the University of North Carolina at Chapel Hill Housing Assessments

The Environmental Finance Center (EFC) at the University of North Carolina at Chapel Hill conducted market
assessments in the five jurisdictions below to better target these programs’ strategies and designs:

e Sarasota County Energy Efficiency Upgrade Financing Program: Market Assessment

e City of Greensboro Better Buildings Project: Market Assessment

e St. Louis Residential Energy Efficiency Loan Program: Market Assessment

CharlestonSAVES: Market Assessment

e Alabama Energy Revolving Loan Fund: Market Assessment

The EFC examined the year of home construction, total square feet of homes, types of heating systems, and fuel
for heating and cooling. Based on this analysis, the EFC recommended areas of the city (by zip code) and types of
homes (e.g., natural gas heated) on which programs should focus. The assessments also suggested what types of
upgrade measures garner the highest energy and costs savings.

Assess your potential customers’ motivations for home energy upgrades

Once you have identified opportunities for energy and cost savings in your community, you need to know who your
customers are and what will motivate them to pursue home energy upgrades. For example, your assessment of the
local building stock may indicate an opportunity to upgrade older homes in several neighborhoods where the houses
are served by oil heat. What do these homeowners need and value? If you find that they most value increased
comfort and reduced heating costs, your marketing strategy should show them how home energy upgrades can heat
their homes at lower cost. You may also want to design your program around air sealing, insulation services, and
heating system upgrades (e.g., transitioning from oil to electric heat pumps).

Different segments of your customer audience will have different issues, concerns, barriers, and values that
influence their needs and interest in home energy upgrades. As described in greater detail in the Marketing and
Outreach Assess the Market handbook, an assessment of these potential customers and their communities will
allow you to identify:

e Consumer values
o Demographics (e.g., families with young children, health awareness or concerns, energy bills relative to income)
e Existing communications channels and networks

¢ Potential community and other outreach partners.

The analysis will also help you understand customers' motivations and the barriers they face to residential energy
efficiency upgrades. Your program design should seek to overcome these barriers. For example, customers may
lack:

¢ Information from trusted sources about financial, comfort, health, safety, and other benefits of residential energy
efficiency
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¢ Information about what types of upgrades make the most sense for them

¢ Funds for the up-front investment in residential energy efficiency. For information on assessing customer’s
financing needs, see the Assess the Market handbook for Financing

¢ Information about contractors that can do the work—or there may not be many contractors in the area that are
qualified. For information on assessing contractors in your area, see the Assess the Market Handbook for
Contractor Engagement & Workforce Development.

Assess your potential customers’ need for loans and other financial products

To understand financing opportunities and needs, identify the financial products currently available in the
marketplace and whether additional financing options could help meet or support demand for residential energy
efficiency upgrades. For example, your market assessment may reveal that a segment of your target audience
already has sufficient access to affordable financing (e.g., through home equity lines of credit) or the ability to pay
out-of-pocket, while another segment needs financing but has trouble qualifying for it under traditional underwriting
standards. Your program could, for example, consider working with your financial partners to establish an alternative

set of underwriting standards that takes other data points into account and can help some homeowners qualify for
loans.

As described in greater detail in the Assess the Market handbook for Financing, assessing opportunities and
needs for financing involves:

¢ Assessing the financial characteristics of your program'’s target customers and determining whether existing
financial products are available to help them undertake the kinds of efficiency upgrades that your program will offer

¢ Identifying financial institutions that provide loan or other products for home energy upgrades and understanding
their products and potential limitations.

Assess your local contractor network and workforce development resources

An assessment of your local contractor network and workforce development resources will identify the capacity of
the current workforce and recruitment, training, or other needs to serve your market. An unqualified workforce may
be a barrier that your program needs to overcome. For example, if you find that there are few contractors
specializing in the types of services your community needs, your program should focus on training, certification, and
possibly licensing. You may also need to put relatively more resources into quality assurance.

Your assessments of market position and target audiences will help you understand the opportunities for providing
residential energy efficiency services and therefore your program’s needs for home performance contractors. As
described in greater detail in the Assess the Market Handbook for Contractor Engagement & Workforce
Development, a workforce assessment focuses on:

¢ Assessing the number and type of qualified home performance contractors in your local market with which you
could partner to deliver your program’s products and services

¢ Evaluating the need for workforce training and certification to bring qualified contractors into the market

¢ Locating training and educational institutions in your community that could help develop the skills and
qualifications of local home performance professionals to meet your program’s goals

* |dentifying organizations that can help trained home performance professionals find jobs.

Analyze program strengths, weaknesses, opportunities, and threats (SWOT) to
inform design
A thorough market assessment will generate a lot of information. Undertaking a SWOT analysis is a good way to

integrate this information and start developing options for program design. "SWOT" stands for "strengths, w
eaknesses, opportunities, and threats."

To understand your market and opportunities for your program ask yourself:

e What are the strengths of the market, such as high customer awareness and interest in residential energy
efficiency or an established contractor network?

¢ What are the weaknesses in the market, such as lack of financing or trained home performance professionals?

e \What are the opportunities in the market, such as a set of customers that are interested in residential energy
efficiency but are not able to access existing utility incentive programs or an opportunity to complement an existing
program?

e What are the threats to the market, such as declining state or utility budgets for energy residential efficiency
incentives?
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This kind of analysis can help you:

e Focus your program (at least initially) on customers in the early adopter market segments where there is already
strong demand for residential energy efficiency

Increase capacity and opportunities where the market is weak

e Leverage existing opportunities through outreach and marketing

Mitigate threats and build resiliency to potential changes in the market

Identify what resources and skills your program may need and what services and business model are most
appropriate for your market.

These insights from your market assessment will be further refined as you begin making program design decisions
to craft a program that fits the particular opportunities, needs, and barriers to home energy upgrades in your
community.
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Tips for Success

In recent years, hundreds of communities have been working to promote home energy upgrades through programs such
as the Better Buildings Neighborhood Program, Home Performance with ENERGY STAR, utility-sponsored programs, and
others. The following tips present the top lessons these programs want to share related to this handbook. This list is not
exhaustive.

Make sure there are enough customers in your target market to meet your goals
and attract partners

Many programs that focused on a specific neighborhood or other small geographic areas have found it difficult to
generate enough customer interest, partner interest, and upgrade activity to meet program goals. Regional or
statewide approaches are often more attractive to contractors, lenders, utilities, and other partners than smaller
markets defined by neighborhoods or city boundaries because they align with more typical service territories.
Programs have found that larger contractors often are not interested in working in multiple cities or towns that have
varying qualifications procedures and incentive rules. Utility partners are often better able to engage with a program
offering services across a large segment of their customers. Historically, credit unions, community banks, CDFIs,
and national lenders already specializing in energy efficiency loans have been more receptive to partnerships with
residential energy efficiency programs.

e Be SMART Maryland shifted away from a volunteer-driven, neighborhood-by-neighborhood approach in favor of
marketing through contractors and local community organizations to a broader geographic area. The program
found it difficult to manage marketing and outreach to diverse geographic locations with the neighborhood
approach (e.g., volunteer networks were difficult to engage and inconsistent from community to community). The
adjustment in marketing strategy and target audience definition expanded Be SMART Maryland’s service area,
proved to be more effective in generating interested customers, and made the program more attractive to qualified
contractors.

e Community Power Works (CPW) in Seattle found that its geographic scope was too narrowly focused when it
first began providing services. At that time, CPW was focused on specific areas of the city, including many low-
income neighborhoods. These geographic boundaries limited the number of potential customers, and many
residents in these areas did not have the financial ability to invest in energy efficiency upgrades or access
financing. CPW achieved significantly higher results once it expanded its geographic scope to the entire city in
early 2012, more than doubling the number of eligible households. The expansion of the service territory—along
with other program changes, such as simplifying and increasing incentives and offering new financing
options—significantly boosted the number of upgrades per month from around 10 per month in late 2011 to around
50 per month in mid-2012. For more information, see Seattle Community Power Works’ Fall 2012 Progress

Report.

e Energize Phoenix, which focused its program on a central downtown light rail corridor, expanded its service area
after a year of operations in late 2011 to increase the number of homeowners eligible for upgrades and unite
neighborhoods that the previous boundaries had unintentionally divided. After the program launched, managers
realized that the original program boundary, scaled down to better match funding amounts, divided close-knit
neighborhoods and didn’t correspond to traditional media and market boundaries. The program found that it was
hard to target its marketing and outreach only to residents in the service area without also reaching those ineligible
for the program. Especially in tight-knit neighborhoods, this created discord over who qualified for the program and
who did not. When the program expanded the service area in 2011 to cover entire neighborhoods, it increased its
geographic area by 55% and increased the number of eligible residential parcels by 77%. This helped drive an
increase in single family and multifamily upgrades in 2012 and 2013. After three years in operation, the program
upgraded over 2,000 housing units. For more information on the program and the expansion of its service area,
see Energize Phoenix's Energy Efficiency on an Urban Scale, Year Three Report: Results.

e New Hampshire's Better Buildings program’s original upgrade goals were based on the state’s Climate Action
Plan and some general knowledge about the demographics of the three participating communities in the program.
As the program began to unfold, however, the program noticed significant differences between the estimated
number of projects and the actual level of demand. The projections were likely high because the original estimates
were based more on need (i.e., how many buildings the state should upgrade), rather than an analysis of the
existing market demand and potential for expansion. By the end of the grant period in 2013, a suite of efforts,
including increased marketing and a statewide expansion of its residential program helped the program exceed its
revised residential upgrade goals.
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Examples

The following resources are examples from individual residential energy efficiency programs, which include case studies,
program presentations and reports, and program materials. The U.S. Department of Energy does not endorse these
materials.

Case Studies

BetterBuildings for Michigan: Program Finds Community "Readiness" Is the Key to More Retrofits
Author: U.S. Department of Energy
Publication Date: 2014
This U.S. Department of Energy Focus Series highlights the BetterBuildings for Michigan program’s
community readiness assessment tool.

Program Presentations & Reports

Los Angeles County Energy Program Energy Issues Survey Results Presentation (257 KB)

Author: Fairbank, Maslin, Maullin, Metz & Associates

Publication Date: 2010
This presentation describes California property owners' specific interest, awareness, and perceptions
regarding energy use, energy efficiency, home energy upgrades, and related topics.

Los Angeles County Energy Program, Home Energy Retrofits Research Report (8 MB)

Author: Los Angeles County, California

Publication Date: 2010
This report describes California property owners' specific interest, awareness, and perceptions regarding
energy use, energy efficiency, home energy upgrades, and related topics. The study results were used for
program design and to design and support marketing and outreach campaigns that encouraged energy
upgrades

CharlestonSAVES: Market Assessment

Author: Environmental Finance Center at The University of North Carolina at Chapel Hill

Publication Date: 2010
This market assessment for CharlestonSAVES identifies the customers and potential demand for an energy
efficiency upgrade financing program.

Sarasota County Energy Efficiency Upgrade Financing Program: Market Assessment

Author: Environmental Finance Center at The University of North Carolina at Chapel Hill

Publication Date: 2012
This market assessment for the Sarasota County (Florida) Energy Efficiency Upgrade Financing Program
identifies the customers and potential demand for an energy efficiency upgrade financing program.

City of Greensboro Better Buildings Project: Market Assessment

Author: Environmental Finance Center at The University of North Carolina at Chapel Hill

Publication Date: 2011
This market assessment for the City of Greensboro, North Carolina identifies the customers and potential
demand for an energy efficiency upgrade financing program.

St. Louis Residential Energy Efficiency Loan Program: Market Assessment

Author: Environmental Finance Center at The University of North Carolina at Chapel Hill

Publication Date: 2011
This market assessment for the St. Louis Residential Energy Efficiency Loan Program identifies the
customers and potential demand for an energy efficiency upgrade financing program.

Alabama Energy Revolving Loan Fund: Market Assessment

Author: Environmental Finance Center at The University of North Carolina at Chapel Hill

Publication Date: 2010
This market assessment for the Alabama Energy Revolving Loan Fund identifies the customers and potential
demand for an energy efficiency upgrade financing program.

Program Materials

None available at this time.
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http://www.efc.sog.unc.edu/sites/www.efc.sog.unc.edu/files/GreensboroMarketAssessment_0.PDF
http://www.efc.sog.unc.edu/sites/www.efc.sog.unc.edu/files/StLouisMarketAssessment_0.PDF
http://www.efc.sog.unc.edu/sites/www.efc.sog.unc.edu/files/AlabamaMarketAssessment_0.pdf

Toolbox

The following resources are available to help design, implement, and evaluate possible activities related to this handbook.
These resources include templates and forms, as well as tools and calculators. The U.S. Department of Energy does not
endorse these materials.

Templates & Forms

Los Angeles County Energy Issues Phone Survey (194 KB)
Author: Los Angeles County, California
Publication Date: 2010
Sample script Los Angeles County used to survey homeowners about energy issues.

PG&E Whole House Survey (95 KB)
Author: Pacific Gas and Electric Company
Publication Date: 2012
Homeowner survey created by the utility to inform their whole home upgrade program.

Tools & Calculators

Buildings Performance Database

Author: U.S. Department of Energy
The Buildings Performance Database (BPD) is the largest national dataset of real building performance data,
and enables users to perform statistical analysis on an anonymous dataset of hundreds of thousands of
commercial and residential buildings from across the country. One of the most powerful applications of the
tool is custom peer group analysis, in which users can examine specific building types and geographic areas,
compare performance trends among similar buildings, identify and prioritize cost-saving energy efficiency
improvements, and assess the range of likely savings from these improvements.
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https://rpsc.energy.gov/sites/default/files/attachment/c-211_la-phone.pdf
https://rpsc.energy.gov/sites/default/files/attachment/c-212_pge-whole.pdf
http://energy.gov/eere/buildings/buildings-performance-database

Topical Resources

The following resources provide additional topical information related to this handbook, which include presentations,
publications, and webcasts. Visit Examples for materials from and about individual programs.

Topical Presentations

None available at this time.
Publications

A Changing Landscape: The Regional Roundup of Energy Efficiency Policy in the Northeast and Mid-

Atlantic States

Author: Northeast Energy Efficiency Partnerships

Publication Date: 2015
This report represents NEEP’s annual assessment of the major policy developments of 2014, as well as its
look into the immediate future, where NEEP gauge states’ progress toward capturing cost-effective energy
efficiency as a first-order resource. While looking at the region as a whole, NEEP also provides summary
and analysis of some of the biggest building energy efficiency successes and setbacks from Maine to
Maryland — including significant energy efficiency legislation and regulations and changes in funding levels
for energy efficiency programs.

Chicagoland Single-Family Housing Characterization

Author: U.S. Department of Energy

Publication Date: 2012
This report describes the characteristics of fifteen types of single-family homes in the Chicago area and the
packages of energy efficiency measures that result in an optimal level of energy savings.

Webcasts

None available at this time.
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https://rpsc.energy.gov/handbooks/program-design-customer-experience-–-assess-market#block-views-handbook_static_blocks-block_5=&tabs=3
http://www.neep.org/sites/default/files/resources/Regional Roundup of Energy Efficiency Policy_February 26 2015_1.pdf
http://www.neep.org/sites/default/files/resources/Regional Roundup of Energy Efficiency Policy_February 26 2015_1.pdf
http://apps1.eere.energy.gov/buildings/publications/pdfs/building_america/chicagoland_housing_charac.pdf

Better Buildings Residential Program Solution Center
http://bbnp.pnnl.gov
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